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21st  MITI  Update  Survey  on  Foreign  Operations  by  Japanese  Corporations 

92FE0284A  Tokyo  MITI  PUBLICATION  in  Japanese  Dec  91  pp  1-27 

[Report  by  Industrial  Policy  Bureau,  International  Planning  Department,  MITI, 
dated  12  Mar  91] 

[Text]  I.  Outline  of  "21st  MITI  Survey  on  Foreign-Affiliate  Operations  of 
Japanese  Corporations" 

(1)  Intention  of  Survey 

This  survey  has  been  conducted  every  year  since  1970  with  the  intention  of 
detailing  and  providing  a  continuous  picture  of  the  globalization  process  of 
Japanese  corporations, 

(2)  Subject 

The  survey  targeted  Japanese  corporations  ("corporations"  are  listed  below) 
which  had  Japanese  affiliate  companies  overseas  as  of  31  March  1991  (exempted 
were  financial  institutions,  insurance  companies,  and  real  estate  firms).  In 
this  survey,  a  Japanese  subsidiary  is  designed  as  a  foreign  corporation  in 
which  investment  by  the  Japanese  parent  company  exceeds  10  percent;  a  sub- 
subsidiary  is  designated  as  a  foreign  corporation  in  which  Japanese  foreign 
subsidiary  investment  in  it  exceeds  50  percent,  and  in  which  investment  into 
that  subsidiary  itself  by  the  Japanese  parent  company  exceeds  50  percent. 
Japanese  subsidiaries  and  Japanese  sub— subsidiaries  will  henceforth  be  called 
by  the  general  term  "Japanese  affiliate." 

(3)  Effective  Time  of  Survey 

31  March  1991  or  the  nearest  settlement  of  accounts  date. 

(4)  Yen  Conversion 

A  1990  interim  average  rate  of  ¥141.55  to  the  dollar  was  used  as  the  aggregate 
currency  conversion  for  Japanese  affiliate  firms. 
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(5)  Respondents 

Parent  corporations  targeted: 

Parent  corporations  that  responded: 

Collection  rate  (parent  corporation  base): 

Japanese  affiliates  targeted: 

Japanese  affiliates  that  responded: 

Collection  rate  (Japanese  affiliate  base) : 

Note:  The  number  of  targeted  Japanese-affiliate  firms  designates  the  number 
which  were  contacted  at  their  international  business  departments. 

II.  Parent  Corporations 

(1)  Composition  in  Survey 

Of  the  3,529  targeted  corporations,  we  obtained  responses  from  1,776 
corporations.  Of  the  1,776  corporations  which  responded,  23  companies  withdrew 
and  another  137  companies  were  included  from  outside  the  targeted 
corporations.  When  these  were  removed,  we  were  left  with  an  effective 
corporation  response  number  of  1 , 616  companies  (reference  made  below  to 
effective  corporation  response  number  base) . 

Table  1.  Parent  Corporations  by  Industrial  Sector  and  Size 

(Unit:  companies) 


Large 

Medium 

Total 

Percent 

Percent 

Percent 

Hgr^cuiLvre,  rorest, 
_r£rs  heroes 

8 

61.65: 

5 

38. 5S 

13 

100. OX 

Mininq 

2E 

100. OS 

O.OS 

22 

100. ox 

Construction 

63 

86. 9S 

8 

13.  IX 

61 

100. ox 

Manufacturing 

770 

76. 5S 

236 

23. 5X 

1.006 

100. ox 

Foodstuffs 

35 

70. OS 

15 

30. OX 

50 

100. ox 

Textiles  i 

29 

58. OS 

21 

42. OX 

50 

100. ox 

Wood,  paper  and  pulp 

19 

70. 4S 

8 

29. 6X 

27 

100. ox 

Chemicals 

109 

90.  IS 

12 

9.9X 

121 

100. ox 

Iron  and  steel 

24 

85. 7S 

4 

HEMS 

28 

100. ox 

Nonferrous  metals 

28 

84. 8S 

5 

15. 2X 

33 

100. ox 

94 

82. 5S 

20 

17. 5X 

114 

100. ox 

Electrical  machinery 

170 

79. 4S 

44 

20. 6X 

214 

100. ox 

Transport  equipment 

92 

89. 3S 

1 1 

10. 7X 

103 

100. ox 

30 

61.2S 

19 

38. 8X 

49 

too. ox 

Petroleum  and  coal 

r*  12 

100. OS 

0 

O.OX 

12 

100. ox 

Miscellaneous 

128 

62. 4S 

77 

37. 6X 

205 

100. ox 

Commercial 

272 

80. 5S 

66 

19. 5X 

338 

100. ox 

Service  sector 

79 

91.9S 

7 

8.  IX 

86 

100. ox 

Miscellaneous 

69 

76. 7S 

21 

23. 3X 

90 

100. ox 

Total 

1.273 

78. 8S 

343 

21. 2X 

1.616 

100. ox 

3,529 

1,776 

50.3  percent 

10,210 

7,986 

78.2  percent 
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A  breakdown  by  industrial  sector  shows  that  1,006  companies  (comprising  62.3 
percent  of  the  survey)  came  from  the  manufacturing  sector  and  338  companies 
(20.9  percent)  came  from  the  commercial  sector. 

With  regard  to  scale  of  the  corporations,  there  were  1,273  large-size 
corporations  (composition:  78.8  percent),  and  343  medium-size  corporations 
(composition:  21.2  percent). 

Table  2.  Principal  Line  Items  of  Parent  Company 


All  industries 

Manufacturing 

sector 

(ybillion) 

Company 

average 

(Vnillion) 

(Ybillion) 

Capital 

18.572 

11.493 

13.444 

13,364 

Sales 

364.494 

225.553 

154.233 

153.313 

Purchases 

277.468 

171.700 

91.943 

91.394 

1 1.017 

6.817 

8.  142 

8.093 

flfter-tax  profit 

5.482 

3.392 

4.288 

4.262 

Production  output 

tttxttt 

xtttttt 

101.657 

116.047 

fluthorized/reported  total 

13.824 

8.554 

9.136 

9.081 

Loans  and  investment 

12.805 

7.924 

8.548 

8.497 

(2)  Capital 

In  the  survey,  the  total  amount  of  capital  in  all  parent  companies  for  all 
industrial  sectors  was  ¥18.6  trillion,  and  for  the  manufacturing  sector,  it 
was  ¥13.4  trillion  (same  below  according  to  Japanese  affiliate  statistics). 
This  accounted  for  32.8  percent  of  the  total  amount  of  capital  in  all  domestic 
corporations  for  all  industrial  sectors,  and  56.1  percent  of  all  domestic 
capital  for  the  manufacturing  sector. 

(3)  Sales 

The  total  amount  of  sales  for  all  the  parent  corporations  in  the  survey  in  all 
industrial  sectors  was  ¥364.5  trillion,  and  in  the  manufacturing  sector,  it 
was  ¥154.2  trillion.  This  accounted  for  25.5  percent  of  the  total  amount  of 
sales  for  all  domestic  companies  in  all  industrial  sectors,  and  37.7  percent 
of  all  domestic  sales  for  the  manufacturing  sector. 

(4)  Trade 

1)  Exports  and  Imports 

Exports  accounted  for  14.4  percent  of  all  business  for  parent  corporations  in 
all  industrial  sectors  and  21.3  percent  in  the  manufacturing  sector.  Imports, 
on  the  other  hand,  accounted  for  11.7  percent  in  all  industrial  sectors,  and 
11.0  percent  in  the  manufacturing  sector,  we  find  the  highest  percentage  of 
exports  in  precision  machinery  (46.9  percent),  transportation  equipment  (33.6 
percent),  and  electrical  machinery  (28.3  percent).  We  find  the  highest 
percentage  of  imports  in  petroleum  and  coal  (45.5  percent),  in  wood,  paper, 
and  pulp  (20.1  percent),  and  foodstuffs  (19.6  percent). 
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Table  3 .  Parent  Company  Exports 


(Unit:  ¥1  million) 


Exports 

Exports  to 

Japanese 

affiliates 

Average  per 
company 

Export 

percent 

Average  per 
company 

Export 

percent 

fisheries’ 

4.  IX 

4.817 

438 

8  8X 

Mining 

11.237 

624 

1.4X 

2,482 

1  38 

99  IV 

Construction 

763.957 

13. 172 

mmtm 

Ma 

nufacturinq 

■BOEm: 

14,162,373 

— RIBEI 

■—3 

Foodstuffs 

1.527 

— IIT 

— 

Textiles 

6.933 

9.4% 

—  IWIII 

■— 1 

HHBliHir 

Wood,  paper  and  pulp 

147.665 

5.679 

5.  IX 

■— ! 

HMEEi] 

HIHB3EQ 

Chemicals 

1.565.929 

— 09^ 

Iron  and  steel 

1.771.514 

IPPEIE 

17. 9X 

32.583 

HHDBB 

Nonferrous  metals 

893.278 

■mEni^ 

76.411 

General  machinerv 

BKliEHIiS] 

18. 488 

25. 4X 

723.211 

Electrical  machinerv 

10.397.776 

48.816 

5.096.580 

24.040 

Transport  equipment 

12.235.583 

121.144 

33. GX 

5.865.990 

58.079 

HHEKS 

1.760.875 

35.936 

1.206.021 

24.613 

Petroleum  and  coal 

16.936 

— n^i 

56.789 

Miscellaneous 

1.598.559 

7.914 

12. 3X 

702.547 

3.478 

■KIKE 

Commercial 

18.595.335 

56. 179 

11. 6X 

1.893.058 

5.737 

HHmup 

Service  sector 

263 

wmmm 

3.674 

53 

Miscellaneous 

tmrmmi 

1.733 

0.6X1 

9.761 

1  32 

7  (ivl 

Total 

—  III  nil 

16.085.486 

10.364 

■—11 

When  we  view  this  in  terms  of  amounts,  we  find  that  the  commercial  sector 
accounts  for  ¥18.6  trillion  in  exports,  transportation  equipment  accounts  for 
¥12.2  trillion,  and  electrical  machinery  accounts  for  ¥10.4  trillion.  These 
three  industrial  sectors  account  for  a  combined  total  of  78.6  percent  of  all 
exports  (¥52.4  trillion).  With  regard  to  imports,  we  find  that  the  commercial 
sector  alone  accounts  for  ¥21.7  trillion,  or  67  percent  of  the  total  amount  of 
all  exports  (¥32.4  trillion). 

2)  Trade  With  Japanese  Affiliates 

When  we  look  at  exports  to  Japanese  affiliates  from  the  parent  corporation,  we 
find  the  percentage  of  exports  to  be  30.7  percent  for  all  industrial  sectors, 
and  43.1  percent  for  the  manufacturing  sector.  Within  the  manufacturing 
sector,  we  have  indicated  those  industrial  sectors  which  have  the  highest 
percentage  of  exports  from  the  parent  corporation  to  the  Japanese  affiliate. 
These  include  precision  machinery  (68.5  percent),  electrical  machinery  (49 
percent),  and  transportation  equipment  (47.9  percent). 

Meanwhile,  in  terms  of  parent  company  imports,  when  we  look  at  imports  from 
the  Japanese  affiliates  to  the  parent  corporations,  we  find  the  percentage  of 
imports  to  be  10.5  percent  for  all  sectors,  and  20.4  percent  for  the 
manufacturing  sector.  Within  the  manufacturing  sector,  we  find  the  percentage 
of  imports  for  electrical  machinery  (31.2  percent),  general  machinery  (30 
percent) ,  and  petroleum  and  coal  (27  percent) . 
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Table  4.  Parent  Company  Imports 


(Unit:  ¥1  million) 


Imports 

. Imports  from 

Average  per 
company 

Import 

(percent) 

Japanese 

affiliates 

Average  per 
company 

Import 

(percent) 

Hgricultyre,  forest, 
fisheries 

260,833 

23.712 

24.5!l! 

48.836 

4.440 

18, 7X 

Mining 

52.491 

2.916 

10.  IX 

10.554 

586 

20.  IX 

Construction 

237.868 

4.  101 

1.4X 

6.190 

107 

2.6X 

Manufacturing 

10. 173 

11.  OX 

2.063.476 

2.082 

20. 4X 

Foodstuffs 

1  487.647 

9.952 

19. 6X 

45.514 

929 

9.3X 

Textiles 

1  156.960 

3.139 

9.2X 

36.306 

726 

23.  IX 

Wood,  paper  and  pulp 

388.119 

14.928 

20.  IX 

72.610 

2.793 

18. 7X 

Chemicals 

620.206 

5.168 

9.3X 

42.837 

358 

8.9X 

Iron  and  steel 

759.692 

28. 137 

14. 3X 

6.009 

223 

HHI[lEKE3 

Nonferrous  metals 

451,655 

13.687 

13. OX 

33.446 

1.014 

7.4X 

General  machinery 

1  101.868 

901 

2.  IX 

30.575 

271 

30. OX 

'  1.690.529 

8.012 

6.8X 

526.729 

2.496 

31. 2X 

Transport  eguipment 

972.826 

9.632 

4.  OX 

155.893 

1.543 

16. OX 

167,528 

3.419 

8.4X 

38.708 

790 

23.  IX 

Petroleum  and  coal 

3.683.660 

333.060 

45. 5X 

990.171 

90.016 

27.  OX 

Miscellaneous 

631.260 

3.125 

9.6X 

84.878 

420 

13. 4X 

Commercial 

21.692.250 

65,535 

14. 4X 

1.268.572 

3.844 

5.8X 

Service  sector 

14.251 

207 

0.4X 

8.992 

130 

63.  IX 

Miscellaneous 

20.248 

274 

■■OEE] 

4.473 

60 

22.  IX 

Total 

32.369,891 

20.843 

11. 7X 

3.411.093 

2.  199 

10.  5X 

(5)  Ordinary  Profit 

The  total  amount  of  ordinary  profit  in  all  parent  corporations  for  all 
industrial  sectors  was  ¥11  trillion,  and  in  the  manufacturing  sector,  it  was 
¥8.1  trillion.  When  compared  to  the  previous  year,  the  average  ordinary  profit 
for  each  corporation  decreased  by  2.6  percent  for  all  industrial  sectors.  In 
terms  of  the  manufacturing  sector,  ordinary  profits  showed  a  1.7  percent 
decrease,  slightly  off  from  the  previous  year.  Ordinary  profit  as  a  ratio  of 
net  sales  for  all  industrial  sectors  remained  at  3  percent  from  the  previous 
year.  In  the  manufacturing  sector,  ordinary  profit  as  a  ratio  of  net  sales 
went  from  5.6  percent  to  5.3  percent,  while  earnings  in  the  parent 
corporations  maintained  the  same  levels  as  the  previous  year . 

(6)  Foreign  Investments 

The  total  amount  of  loans  and  investments  to  Japanese  affiliates  was 
¥12.8  trillion  for  all  industrial  sectors,  and  ¥8.5  trillion  for  the  manufac¬ 
turing  sector.  When  compared  to  the  previous  year,  loans  and  investment  showed 
a  29.4  percent  increase  for  all  industrial  sectors  and  a  43.8  percent  increase 
for  the  manufacturing  sector  indicating  a  continuing  activity  of  brisk 
business  in  direct  overseas  investment.  The  average  amount  of  loans  and 
investments  per  each  corporation  increased  by  9  percent  in  all  industrial 
sectors  and  21  percent  in  the  manufacturing  sector  which  expands  the  scale  of 
investment  per  each  corporation. 
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Moreover,  a  breakdown  of  loans  and  investment  to  Japanese  subsidiaries  shows 
investment  in  capital  at  ¥10.8  trillion  or  84.7  percent,  and  loans  at 
¥2  trillion  or  15.3  percent. 

III.  Overseas  Affiliates 

(1)  Distribution 

1)  Distribution  by  Industrial  Sector  and  Region 

When  we  take  a  look  at  the  7,986  Japanese  affiliates  (refer  below  to  the 
respondent  base  of  this  survey)  who  responded  to  this  survey,  we  find  Asia  had 
2,928  affiliates  (comprising  36.7  percent).  North  America  2,287  (28.6 

percent),  and  Europe  with  1,673  (20.9  percent).  These  three  regions  account 
for  86.3  percent  of  the  total  which  points  to  the  fact  that  these  three 
regions  continue  to  be  Important  strongholds  for  Japanese  corporations 
entering  the  overseas  markets. 

Table  5.  Distribution  of  Japanese  Affiliates  by  Industrial  Sector  and  Region 

(Unit:  companies) 


im 

jnjnT-iiM 

Asia 

Hideast 

Europe 

Oceania 

Africa 

Region 

tlgrxcuiiyre,  forest, 

..  .IisheriLtB  _ 

16 

25 

29 

HHKl 

8 

16 

4 

98 

Minina 

42 

7 

5 

5 

4 

30 

3 

96 

Construction 

50 

16 

mmMM 

26 

6 

2 

246 

Ma 

nuf acturinq 

811 

mmm 

1.755 

13 

506 

86 

25 

3.408 

Foodstuffs 

46 

9 

67 

0 

II 

15 

3 

151 

Textiles 

15 

29 

137 

0 

11 

3 

1 

196 

Wood,  paper  and  pulp 

25 

9 

23 

0 

4 

6 

67 

Chemicals 

89 

22 

238 

2 

65 

7 

1 

424 

Iron  and  steel 

43 

10 

69 

T 

3 

2 

5 

135 

Nonferrous  metals 

34 

6 

54 

10 

3 

1 

108 

94 

23 

142 

2 

81 

10 

1 

353 

200 

49 

442 

4 

174 

10 

5 

884 

Transport  equipment 

119 

24 

187 

1 

56 

14 

6 

407 

31 

7 

70 

0 

14 

3 

125 

Petroleum  and  coal 

4 

2 

7 

0 

2 

1 

0 

16 

Miscellaneous 

111 

22 

319 

1 

75 

12 

2 

542 

Commercial 

750 

148 

629 

21 

764 

146 

11 

2.469 

Service  sector 

176 

36 

151 

2 

86 

37 

7 

495 

Miscellaneous 

442 

102 

222 

1 

279 

81 

67 

1.  174 

L. 

Total 

2.287 

546 

2.928 

51 

1.673 

382 

119 

7.986 

When  we  take  a  look  at  the  manufacturing  sector  by  region,  we  find  among  the 
total  3,408  affiliates  that  Asia  has  1,755  affiliates  (comprising  51.5 
percent).  North  America  has  811  affiliates  (23.8  percent),  and  Europe  has  506 
affiliates  (14.8  percent).  Thus,  more  than  half  of  the  manufacturing  sector 
total  is  in  Asia  and  about  one-fourth  is  in  North  America. 
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Next,  when  we  look  by  industrial  sector,  we  find  that  the  manufacturing  sector 
comprises  3,408  Japanese  affiliates  (42.7  percent),  the  commercial  sector 
comprises  2,469  (30.9  percent),  and  the  seirvice  sector  comprises  495  (6.2 
percent).  When  we  do  a  breakdown  by  industry,  we  find  electrical  machinery 
accounting  for  884  Japanese  affiliates  (25.9  percent),  and  following  that,  we 
find  chemicals  accounting  for  424  affiliates  (12.4  percent),  transportation 
equipment  accounting  for  407  affiliates  (11.9  percent),  and  general  machinery 
accounting  for  353  affiliates  (10.4  percent). 

2)  Foreign  Market  Penetration  by  Time  Period  (Manufacturing  sector) 

Of  the  3,408  affiliates  in  the  manufacturing  sector,  we  find  that  market  entry 
for  1,088  companies  (31.9  percent)  took  place  after  1988.  Since  1985,  1,775  or 
52.1  percent  of  the  Japanese  affiliates  have  opened  overseas,  thus  more  than 
half  of  foreign  market  penetration  in  the  manufacturing  sector  has  taken  place 
since  1985. 

When  we  view  this  by  region,  we  find  that  more  than  one-third  of  overseas 
penetration  into  the  manufacturing  sector  markets  of  North  America,  Asia,  and 
Europe  was  achieved  after  1988,  while  Oceania  had  achieved  more  than  one- 
fourth. 

Table  6.  Foreign  Market  Entry  by  Time  Period  (Manufacturing  sector) 

(Unit:  companies;  lower  row:  composition  percentage) 


Prior  to 
1978 

1979- 

1981 

1982- 

1984 

1985- 

1987 

1988- 

1990 

Total 

North  America 

19. 9X 

Hii 

■Kl 

mm. 

■mi 

811 

100.03! 

Central/ 

South  America 

131 
61. BK 

mm 

mm. 

HRtI 

Mm 

■KiQI 

Asia 

HEeKu 

■mi 

■mil 

Mideast 

7 

53. 8X 

H 

B 

mm.. 

MMi 

Eu 

rope 

117 
23.  1% 

■mip 

Mua 

BRm 

Oceania 

36 

44.23! 

■Mi 

HRH 

MMI 

Africa 

4 

16.03! 

n 

HU 

25 

100.03! 

All  regions 

1,063 

31.23! 

mBm 

mm 

687 

20.23! 

1.088 

31.93! 

1 

Advanced 

countries 

316 

22.53! 

118 

8.4X 

165 

11.83! 

328 

23.43! 

JW 

33.93! 

1 

Developing 

countries 

747 

37.33! 

142 
7.  13! 

146 

7.23! 

17.93! 

HM! 

■ww'R 

The  number  of  Japanese  affiliates  achieving  market  entry  into  North  America 
after  1988  in  the  manufacturing  sector  was  278.  Among  these,  we  find 
electrical  machinery  with  67  affiliates,  transportation  equipment  with  38 
affiliates,  and  general  machinery  with  32  affiliates. 
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The  nximber  of  Japanese 
affiliates  achieving 
market  penetration  in 
Asia  after  1988  in  the 
manufacturing  sector  was 
586,  and  when  we  do  a 
breakdown  of  these  by 
industry,  we  find  elec¬ 
trical  machinery  with 
144,  chemicals  with  72, 
and  textiles  with  55 
affiliates.  Regionally, 
we  find  332  Japanese 
affiliates  entered  ASEAN 
area  markets  and  nearly 
twice  that  amount — 164 
Japanese  affiliates — 
entered  NIES  area  mar- 


Companies 
700  r 


600 
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400 


3on 


zoo 


100 


596 


142 


Prior  to 
1978 


1979-1981  1982-1984 


1985-1987  1988-1998 


Figure  1.  Foreign  Market  Entry  of  Japanese 
Affiliates  Into  United  States,  Asia,  and  EC 
by  Time  Period  (Manufacturing  sector) 


kets .  Thus,  in  these  past  few  years  alone,  we  can  see  that  market  entry  into 
the  ASEAN  area  has  been  quite  busy. 


Table  7 .  Levels  of  Japanese  Investment  (Manufacturing  sector) 

(Unit:  companies;  lower  row:  composition  percentage) 


Less  than 
25X 

25-5eZ 

582 

50-752 

75-1002 

1002 

Total 

North  America 

37 

4.81 

43 

5.3X 

33 

4.  IX 

82 

6.4X 

- rr 

9.4X 

670 
70. 3X 

811 

100. OX 

Central/ 

South  America 

40 

18. 9X 

11 

5.2X 

wm 

mHwm 

■m 

■uBt 

Asia 

SIF 
30. 7X 

■KZI 

IhKe 

non 

Mideast 

■BM 

mm 

■HU 

Europe 

H 

H 

IHB 

■Hsll 

■uEtEC 

Oceania 

14 

16. 3X 

mm 

wm, 

mm 

Africa 

mm 

mm 

wmmmM 

■kKK 

Bn 

mm 

iiiiiii 

A1 

1  regions 

213 

6.3X 

me 

Advanced 

countries 

5S 

4.2* 

■Diu: 

wmmMM 

145 
10.  3X 

■ii 

Sffi^ 

_ 

Developing 

countries 

MliB 

wr 

12. 8X 

— 2Tr 

13. 3X 

■nil 

■Bitr 

HH 

3)  Distribution  of  Japanese  Investments  (Manufacturing  sector) 

When  we  look  at  the  level  of  Japanese  investment  in  Japanese  affiliate 
corporations,  we  find  that  the  percentage  of  100— percent  Japanese— owned 
subsidiaries  in  advanced  countries  is  67.8  percent,  and  in  developing 
countries,  we  find  the  percentage  to  be  31.3  percent  for  a  total  of  46.3 
percent  of  all  Japanese  affiliates. 
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The  percentage  of  corporations  in  which  there  is  a  majority  Japanese 
investment  exceeding  50  percent  in  advanced  countries  is  83.7  percent,  and  in 
developing  countries,  we  find  the  percentage  to  be  57.4  percent  for  a  total  of 
68.3  percent.  Thus,  for  every  three  Japanese  affiliates,  we  find  two  which  are 
majority-owned  Japanese  companies. 

4)  Japanese  Affiliate  Corporations  and  Sub-Subsidiaries  in  Which  Japanese 
Investment  Exceeds  50  Percent 


When  compared  to  the  previous  year,  the  number  of  sub-subsidiary  corporations 
increased  by  32.2  percent  to  1,157  companies.  Thus,  the  percentage  of  sub¬ 
subsidiary  corporations  among  all  Japanese  affiliates  went  from  13.8  to  14.5 
percent . 


Table  8.  Japanese  Foreign  Affiliates  and  Sub-Subsidiaries  With  Japanese 
Investment  Exceeding  50  Percent 

(Units:  companies;  ¥1  million;  percent;  people) 


Japanese  affiliate 

Japanese  affiliate 

50a  *  Japanese'owned 

Sub-subsidiary 

Percent 

Percent 

Corpora¬ 

tions 

All  sectors 

7.986 

1.  157 

14.5 

6.  190 

77.5 

Manufacturing  sector 

3.408 

392 

11.5 

2.326 

68.3 

Capital 

All  sectors 

10.229.701 

1.705.353 

16.7 

8.115.544 

wmm 

5.351. 139 

937.299 

17.5 

3.774.421 

70.5  1 

Sales 

fill  sectors 

99.806. 407 

7.998.528 

8.0 

mmm 

26. 194.083 

4.782.476 

18.3 

19. 154.955 

73.  1 

Purchases 

All  sectors 

73.880. 197 

4.730.721 

6.4 

84.560.955 

87.4 

14.961.843 

"TTsJOir 

IHBEKI 

11.658.492 

■noo 

Ordinary 

profit 

All  sectors 

949.817 

36.604 

3.9 

568.528 

59.9 

Manufacturing  sector 

480. 326 

11.007 

2.3 

230.603 

48.0 

flf ter-tax 
profit 

All  sectors 

352, 886 

-23. 235 

-6.6 

151.290 

42.9 

181.  158 

-17.  113 

-9.4 

56.790 

■HKl 

Ordinary 
profit  per¬ 
cent  of  sales 

All  sectors 

hhhhki 

;  0.5 

50.0 

0.7 

70.0 

1.8 

0.2 

11.1 

1 .  2 

66.7 

Retained 

earnings 

All  sectors 

2.819.821 

320.949 

11.4 

2.089.159 

74.1 

1.564.613 

192.855 

12.3 

66.6 

Employees 

All  sectors 

1.549.669 

209.694 

13.5 

1.068.382 

68.9 

Manufacturing  sector 

1.242.001 

167.026 

13.4 

839.959 

67.6 

^  Composition  percentage  signifies  a  percent- 
aqe  that  is  measured  against  all  Japanese 
affiliates. 


When  compared  to  the  previous  year,  we  find  among  Japanese  sub-subsidiary 
affiliates  that  capital  decreased  from  18  to  16.7  percent,  that  sales 
decreased  slightly  from  9  to  8  percent,  and  that  the  number  of  employees 
increased  from  12.6  to  13.5  percent,  which  in  real  numbers  showed  an  increase 
from  146,000  to  210,000. 

In  addition,  those  Japanese  affiliates  with  Japanese  investment  exceeding  50 
percent  increased  by  24.4  percent  over  the  previous  year  to  6,190  companies, 
but  in  terms  of  the  percentage  that  these  companies  comprise  of  all  Japanese 
affiliates.  This  percentage  remained  virtually  unchanged  going  from  78.2  to 
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77.5  percent.  In  real  terms,  capital  and  sales  remained  mostly  unchanged  in 
those  affiliates  with  slight  increases  of  1.4  and  1.3  percent,  respectively. 
As  a  percentage  that  these  affiliates  comprise  among  all  Japanese  affiliates, 
we  can  say  that  in  terms  of  capital,  it  went  from  83  to  79.3  percent,  and  in 
terms  of  sales,  it  decreased  from  90.7  to  85.8  percent.  The  number  of 
employees  reached  1,068,000,  breaking  through  the  1  million  mark  from  774,000. 
In  terms  of  a  percentage  that  these  comprise  among  Japanese  affiliates,  it 
showed  an  increase  from  66.9  percent  to  68.9  percent. 

(2)  Sales 

1)  1990  Sales 

The  total  amount  of  sales  in  1990  for  Japanese  affiliate  corporations  grew 
favorably  to  ¥99.8  trillion  (7.1  percent  increase  over  the  previous  year)  with 
a  yen  base,  or  $705.1  billion  (19.6  percent  increase)  with  a  dollar  base. 
Furthermore,  when  we  look  at  the  manufacturing  sector,  we  find  that  it  grew 
significantly  to  ¥26.2  trillion  (17.6  percent  increase)  with  a  yen  base,  or 
$185.1  billion  (31.4  percent  increase)  with  a  dollar  base.  The  largest  growth 
took  place  in  Asia  and  Europe.  When  compared  to  the  previous  year,  Asia  showed 
14.4  percent  growth  for  all  industrial  sectors  and  Europe  showed  21.9  percent 
growth,  while  in  the  manufacturing  sector,  Asia  showed  41.1  percent  and  Europe 
showed  57.9  percent  growth.  When  compared  to  total  sales  by  U.S.  foreign 
affiliates,  Japanese  foreign  affiliate  companies  were  able  to  achieve  55.7 
percent  of  this  total  were  it  all  industries  and  28.9  percent  were  it  for  the 
manufacturing  sector  (1989  sales  according  to  Department  of  Commerce 
statistics  were  $1,266,300,000,000  for  all  industries  as  a  whole  and 
$641,200,000,000  for  the  manufacturing  sector). 

Next,  when  we  look  at  the  breakdown  of  sales  by  region,  we  find  that  for  all 
industries  North  America  accounts  for  ¥42.6  trillion  or  42.7  percent,  Europe 
accounts  for  ¥32.9  trillion  or  33  percent,  and  Asia  accounts  for  ¥16.4  tril¬ 
lion  or  16.4  percent.  Compared  to  the  previous  year,  Europe  shows  an  increase 
of  4  points  and  Asia  shows  an  increase  of  1.1  points,  contrasted  with  North 
America,  which  shows  a  decrease  of  4.7  points.  The  increase  in  Europe  is  not¬ 
able.  In  the  manufacturing  sector,  sales  in  North  America  were  ¥12.1  trillion 
or  46.1  percent  of  the  total,  while  in  Asia,  sales  were  ¥7.2  trillion  or  27.4 
percent,  and  in  Europe,  they  were  ¥4.9  trillion  or  18.7  percent.  When  we  take 
a  look  at  the  commercial  sector,  we  find  North  America  with  sales  of  ¥29.1 
tril— lion  or  42.1  percent  of  the  total  (¥69.1  trillion)  which  when  compared  to 
the  previous  year  shows  a  decrease  of  4.4  points.  Conversely,  Europe  achieved 
sales  of  ¥27.1  trillion  or  39.1  percent  in  the  commercial  sector  (3.5  point 
increase  over  the  previous  year) .  This  has  almost  put  it  on  the  same  level  as 
North  America. 

When  we  look  at  a  breakdown  by  industry,  we  find  the  manufacturing  sector 
accounting  for  26 . 2  percent  and  the  nonmanufacturing  sectors  accounting  for 
73.8  percent.  Within  manufacturing,  we  find  electrical  machinery  accounting 
for  30.4  percent  of  total  manufacturing  sales,  and  transportation  Europe 
accounting  for  26.6  percent,  which  continues  to  make  these  the  two  main 
industries  followed  by  general  machinery  with  12.1  percent  and  chemicals  with 
6;9  percent. 
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Table  9.  Japanese  Affiliate  Sales  by  Industry  and  Region 


(Unit:  ¥1  million) 
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2)  1991  Sales 


$  billion 
TOO  h 


705 


Sales  for  1991  are  expected 
to  increase  by  12,9  percent 
for  the  entire  manufactur¬ 
ing  sector  when  compared  to 
1990.  When  we  take  a  look 
by  region,  gains  of  20  per¬ 
cent  or  more  are  expected 
in  Central  and  South  Ameri¬ 
ca,  Asia,  and  Africa,  and 
bullish  growth  is  expected 
for  all  other  regions  with 
the  exception  of  Oceania 
which  is  expected  to  remain 
at  a  low  rate  of  growth. 
When  we  view  this  by  indus¬ 
trial  sector,  we  find  that 
high  growth  of  40.4  percent 
is  expected  in  petroleum 
and  coal,  21.8  percent  in 
foodstuffs,  and  20.9  per¬ 
cent  in  textiles,  while  all 
other  industrial  sectors 
are  expected  to  improve  by 
about  15  percent. 

3)  Overseas  Productivity 

a.  1990  Overseas 
Productivity 

The  total  amount  of  sales 
for  Japanese  affiliate 
corporations  in  the  manu¬ 
facturing  sector  in  1990 
showed  a  17.6  percent 
growth  over  the  previous 
year  to  ¥26.2  trillion. 
Taking  total  domestic  cor- 
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Figure  2.  Changes  in  Sales  of  Japanese  Affiliates 
(dollar  base) 


1384  1985  1986  1987  1988  '  1989  1990 


Figure  3.  Changes  in  Sales  of  Japanese  Affiliates 
(yen  base) 


porate  sales  (per  company  statistics)  in  the  manufacturing  sector  as  a 
denominator,  we  find  a  5.1  percent  growth  in  sales  over  the  previous  year  to 
¥408.6  trillion.  When  we  calculate  overseas  production  in  1990  based  on  this 
method,  we  find  that  this  grew  by  6.4  percent  (0,7  points  better  than  the 
previous  year).  We  are  told  that  this  is  a  new  record  and  that  overseas 
production  activities  are  expanding  quite  well. 


When  we  take  a  look  at  overseas  production  by  industrial  sector,  we  find  that 
three  industries  had  exceeded  10  percent  growth — transportation  with  12.6 
percent,  electrical  machinery  with  11.4  percent,  and  general  machinery  with 
10.6  percent.  Other  industries  which  indicated  high  levels  of  growth  were  iron 
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Table  10.  Expected  1991  Sales  Growth  as  Compared  to  1990 

(Unit;  percent) 


r 

CQBflii 

Asia 

Hideast 

Europe 

Oceania 

Africa 

Region 
total ■ 

8.6 

27.6 

20.4 

13.1 

12.0 

26.6 

12.9 

15.4 

11.6 

38.7 

HHBl 

23.5 

18.7 

113.2 

21.8 

Textiles 

33.4 

54.2 

16.5 

IHIjllil 

8.7 

2.5 

20.9 

Wood,  paper  and  pulp 

19.4 

A5.5 

8.8 

3507.7 

7.6 

16.0 

Chemicals 

■EKl 

109.4 

8.2 

A4.7 

25.7 

26.9 

10.9 

14.8 

Iron  and  steel 

A4.2 

228.2 

21.7 

37.0 

35.2 

A2.2 

■BkI 

3.3 

Nonferrous  metals 

18.1 

A32.4 

17.5 

1HER3 

26.1 

15.4 

0.0 

15.8 

0.4 

12.3 

18.1 

72.0 

9.7 

12.6 

HhSlI 

5.7 

8.1 

25.8 

23.4 

22.1 

9.3 

A18.0 

5.1 

13.3 

Transport  equipment 

14.3 

8.0 

19.2 

UDO 

12.9 

1.5 

44.9 

14.5 

1.1 

22.7 

21.2 

■jOQ 

12.0 

14.1 

warn 

16.1 

Petroleum  and  coal 

55.3 

HlQiy 

119.0 

KKl 

IHEH 

ms] 

40.4 

Miscellaneous 

14.1 

68.4 

22.  1 

0.0 

14.3 

A1.2 

14.9 

15.6 

$100  million 
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and  steel  (5.6  per¬ 
cent)  ,  nonferrous 
metals  (5.2  percent), 
and  chemicals  (5.1 
percent) . 

Moreover,  when  we  cal¬ 
culate  overseas  pro¬ 
duction  (percentage  of 
Japanese  affiliate 
sales  against  the 
sales  of  the  parent 
companies  responding 
t6  this  survey)  by 
limiting  it  to  those 
corporations  which 
penetrated  foreign 
markets,  we  find  pro¬ 
duction  to  have  grown 
nearly  17  percent  over 

the  previous  year.  When  we  view  this  by  industrial  sector,  we  find  that  the 
level  of  general  machinery  being  turned  out  overseas  is  nearly  40  percent  that 
of  domestic  production,  while  electrical  equipment,  textiles,  and  transporta¬ 
tion  equipment  also  showed  high  overseas  levels  of  productivity  being  about  20 
percent  of  domestic  production. 
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Note  1:  The  total  amount  of  1991  direct  investment  overseas  that  are 
authorized  and  reported  in  the  first  period. 

Note  2;  Overseas  production  for  1991  are  estimated  values. 

Figure  4.  Overseas  Productivity  and  Total  Amount  of 

Direct  Investments  Authorized  of  Reported 

in  Japanese  Manufacturing  Affiliates 


b.  1991  Overseas  Productivity 


In  terms  of  overseas  productivity  for  1991,  we  come  up  with  a  6.9  percent 
increase  when  we  do  these  calculations  based  on  a  12.9  percent  increase 
(calculations  based  on  a  1991  sales  forecast  by  this  survey)  in  1991  Japanese 
manufacturing  affiliate  sales,  and  a  5.5  percent  increase  (GNP  growth  rate 
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Table  11.  Changes  in  Overseas  Productivity  by  Industrial  Sector 

(Unit:  percent) 


Table  12.  Changes  in  U.S.  and  Japan  Overseas  Productivity 


(Unit:  percent) 


1982 

83 

84 

85 

86 

87 

88 

89 

90 

Est 

91 

Japan 

(FY) 

3.2 

3.9 

B 

3.0 

3.2 

4.0 

B 

B 

B 

6.9 

U.S. 

(CY) 

21.1 

18.8 

18.1 

B 

21.0 

23.1 

24.9 

23.8 

- 

Note:  Overseas  productivity  =  Japanese  affiliate  sales  manufacturing  sector) 
divided  by  domestic  sales  (manufacturing  sector) 

Sources:  For  Japan:  Survey  of  Foreign  Business  Activities  and  Trends;  Basic 
Survey  of  Foreign  Business  Activities;  statistics  from  overseas 
affiliates.  For  the  United  States:  Survey  of  Current  Business,  Quarterly 
Financial  Report 
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forecast  [nominal  terms])  when  we  compare  it  against  the  domestic  manufactur¬ 
ing  sector.  It  therefore  appears  that  1991  will  revise  the  1990  levels  again. 

4)  Sales  Distribution  Makeup  (Manufacturing  sector) 


When  we  view  sales  distribution  by  origin  for  all  regions,  we  find  that  local 
sales  account  for  81.4  percent  and  exports  account  for  18.6  percent.  Another 
look  at  exports  shows  that  exports  to  Japan  account  for  5.8  percent  and 
exports  to  other  regions  account  for  12.7  percent.  When  compared  to  the 
previous  year,  we  find  that  local  sales  decreased  2.6  points  and  exports  to 
Japan  decreased  2.1  points  while  exports  to  other  areas  increased  4.6  points. 


Table  13 . 


Changes  in  Sales  Distribution  Makeup  for  Japanese  Manufacturing 
Affiliates  (All  regions) 

(Unit:  percent) 


1986 

1987 

1988 

1989 

1990 

Local 

sales 

81.1 

79.3 

81.7 

84.0 

81.4 

1 '  Exports 

18.9 

20.7 

18.3 

16.0 

18.6 

To  Japan 

7.8 

9.1 

7.1 

mem 

5.8 

To  other  areas 

11.1 

11.7 

11.2 

8.1 

12.7 

Table  14. 


Changes  in  Sales  Distribution  Makeup  for  Japanese  Manufacturing 
Affiliates  (North  America) 

(Unit:  percent) 


1986 

1987 

1988 

1989 

1990 

Local 

sales 

92.8 

92.8 

93.8 

93.1 

90.1 

1  Exports 

mm 

■n 

6.2 

6.9 

9.9 

To  Japan 

3.3 

4.8 

4.0 

mm 

3.3 

To  other  areas 

3.9 

2.5 

2.2 

2.5 

6.6 
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15.  Changes  in  Sales  Distribution  Makeup  for  Japanese  Manufacturing 
Affiliates  (Asia) 


(Unit:  percent) 


1986 

1987 

1988 

1989 

1990 

Local 

sales 

54.7 

59.0 

59.8 

63.9 

59.6 

Expor 

bs 

45.3 

41.0 

40.2 

36.1 

40.4 

To  Japan 

15.8 

16.7 

13.7 

15.8 

11.8 

To  North  America 

10.2 

8.0 

8.7 

6.0 

7.6 

To  Asia 

12.8 

11.1 

11.4 

9.7 

12.6 

To  Europe 

4.6 

3.5 

■B 

3.3 

6.1 

To  other  areas 

1.9 

1.7 

1.9 

1.3 

2.3 

"^^^1®  16 •  Changes  in  Sales  Distribution  Makeup  for  Japanese  Manufacturing 
Affiliates  (Europe) 


(Unit:  percent) 


1986 

1987 

1988 

1989 

1990 

Local 

sales 

95.9 

94.4 

95.6 

96.1 

96.1 

Export 

bs 

4.1 

5.6 

4.4 

3.9 

3.9 

To  Japan 

1.2 

1.5 

1.7 

1.7 

1.2 

To  other  areas 

2.9 

4.0 

2.7 

2.2 

2.7 

Taken  by  region,  local  sales  in  North  America  and  Europe  account  for  90.1 
percent  and  96.1  percent  of  total  sales,  respectively.  This  indicates  that  the 
proportion  of  local  sales  for  both  regions  continues  to  advance  to  high  levels 
by  exceeding  90  percent,  but  when  compared  to  the  previous  year,  local  sales 
in  North  America  alone  have  decreased  somewhat  while  exports  to  other  regions 
have  shown  an  increase. 

The  sales  distribution  makeup  for  Asia  indicates  that  local  sales  account  for 
59.6  percent  of  total  sales  and  exports  account  for  40.4  percent,  which  for 
the  region  indicates  a  decline  in  local  sales  of  4.3  points.  A  breakdown  of 
exports  finds,  on  the  one  hand,  that  exports  to  Japan  have  decreased  by  4.0 
points,  while  exports  to  other  regions  have  increased  across  the  board. 
Exports  to  other  parts  of  Asia  show  an  increase  of  2.9  points  and  exports  to 
Europe  show  an  increase  of  2.8  points. 
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When  we  look  at  sales  distribution  by  origin  in  the  manufacturing  sector  by 
industry,  we  find  the  highest  percentage  of  exports  are  found  in  petroleum  and 
coal  (100  percent),  wood,  paper,  and  pulp  (71.2  percent),  precision  machinery 
(64.8  percent),  and  electrical  equipment  (64.4  percent).  Conversely,  local 
sales  show  high  percentages  in  transportation  equipment  (87.4  percent), 
general  machinery  (81.9  percent),  and  iron  and  steel  (80  percent).  Moreover, 
when  we  look  at  exports  to  Japan  (reverse  imports)  against  total  sales,  we 
find  the  highest  percentage  in  oil  and  petroleum  (100  percent),  wood,  paper 
and  pulp  (48.1  percent),  and  precision  machinery  (35.1  percent). 


Table  17. 


Sales  Distribution  Makeup  in  Japanese  Manufacturing  Affiliates 
(Asia) 

(Unit:  percent) 


Local 

sales 

areas 

Total 

exports 

-  . . i 

Exports 

Japan 

Exports 

N.  America 

Exports 

Europe 

Exports 

Other 

Manufacturina 

59.6 

4irr 

11.6 

■imiri 

6.  1 

to 

Foodstuffs 

—mi 

3.9 

1.2 

2.  3 

Textiles 

68.6 

31.4 

■■iiiai 

■nsi 

11.8 

3.4 

3.7 

Wood.  Daner  and  pulp 

28.8 

■nil  ■ 

■KOH 

4.7 

■HEKI 

HHiKI 

0.  0 

Chemicals 

63.4 

hkiki 

0.5 

■HiMfl 

Iron  and  steel 

wmjmm 

20.0 

HHKI 

wmmm 

■■EHB 

_ LlJ 

Nonferrous  metals 

73.4 

Mim 

■nm 

1.2 

Mim 

0. 1 

General  machinery 

Mim 

wmsMM 

wmamm 

0.  5 

2.4 

3.5 

Electrical  machinery 

M  l  in 

■HJBI 

Hlfl 

18.  1 

11.6 

3.4 

E  IfiUUi  I  TH^irT-lirilT  IH'M 

Mini 

HHDQI 

■no 

2.7 

■THui 

■rim 

Mim 

mmsm 

■Tin 

STT 

7.0 

Petroleum  and  coal 

0.0 

■EEKl 

100.0 

■■on 

■HBKl 

■mm 

29.9 

Hmoi 

8.7 

■■on 

HHBOi 

5)  Japanese  Affiliate  Exports^  to  Japan  (Manufacturing  sector) 

In  1990,  Japanese  affiliate  exports  to  Japan  (reverse  imports)  in  the  manufac¬ 
turing  sector  are  estimated  to  be  ¥1,527  billion  ($10.79  billion),  which  when 
compared  to  the  previous  year,  shows  a  decrease  of  13.6  percent  (dollar  base 
3.6  percent).  This  accounts  for  4.5  percent  of  all  Japanese  imports  and  9 
percent  of  all  finished  products  imports. 

When  we  view  this  by  region,  we  find  that  reverse  imports  from  Asia  account 
for  ¥848  billion  ($5.99  billion),  such  imports  from  North  America  account  for 
¥401.2  billion  ($2.83  billion),  and  those  from  Europe  account  for.  ¥60.4 
billion  ($430  million) . 

As  for  the  industrial  sector,  we  find  electrical  equipment  at  ¥560.3  billion, 
wood,  paper,  and  pulp  at  ¥133.6  billion,  and  chemicals  at  ¥131.4  billion. 

In  terms  of  reverse  imports  from  Asia,  we  find  electrical  equipment  accounting 
for  ¥411.4  billion,  precision  machinery  with  ¥93  billion,  textiles  with  ¥58.4 
billion,  and  general  machinery  accounting  for  ¥40  billion.  Imports  from  North 
America  are:  wood,  paper,  and  pulp,  ¥89.6  billion;  electrical  machinery,  ¥83.9 
billion;  and  chemicals,  ¥81.5  billion. 

This  is  arrived  at  by  multiplying  sales  times  the  percentage  of  exports  to 
Japan  (effective  respondent  base) 
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$  million 


Figure  6.  Changes  in  Japanese  Affiliate  Exports 
to  Japan  (Manufacturing) 


(3)  Purchases 

1)  Purchases  by  Means  of  Procurement  (Manufacturing  sector) 


When  we  look  at  the  purchase  of  supplies  by  Japanese  affiliates  (manufacturing 
sector)  according  to  their  means  of  procurement,  we  find  that  47.9  percent  are 
obtained  locally,  44.8  percent  are  imported  from  Japan,  and  7.3  percent  are 
imported  from  other  areas,  which  indicate  a  major  change  when  compared  to  the 
previous  year. 


When  we  look  at  the  purchase  of  supplies  by  region,  we  find  that  local 
procurement  decreased  somewhat  in  North  America  to  42.8  percent  which  was  a 

4.3  point  decrease  when  compared  to  the  previous  year.  In  Europe,  however,  we 
find  that  local  procurement  increased  2 . 3  points  over  the  previous  year  to 

55.3  percent.  In  Asia,  meanwhile,  the  distribution  in  means  of  procurement 
remained  virtually  unchanged  from  the  year  before. 


Table  18.  Changes  in  Procurement  Distribution  Means  for  Japanese 
Manufacturing  Affiliates  (All  regions) 


(Unit:  percent) 


1986 

1987 

1988 

1989 

1990 

Local  procurement 

40.1 

48.5 

41.8 

48.1 

47.9 

Imports 

59.9 

51.5 

58.2 

51.9 

52.1 

From  Japan 

53.0 

44.5 

52 . 9 

45.7 

44.8 

From  other  areas 

6.9 

7.0 

5.3 

6.2 
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Table  19.  Changes  in  Procurement  Distribution  Means  for  Japanese 
Manufacturing  Affiliates  (North  America) 

(Unit:  percent) 


Local  procurement 

32.3 

44.3 

36.9 

47.1 

42.8 

Imports 

67.7 

55.7 

63.1 

52.9 

57.2 

From  Japan 

62.3 

52.9 

60.8 

49.2 

52.6 

From  other  areas 

5.4 

2.8 

2.3 

■B 

Table  20.  Changes  in  Procurement  Distribution  Means  for  Japanese 
Manufacturing  Affiliates  (Asia) 

(Unit:  percent) 


Local  procurement 

42.2 

53.7 

47.2 

49.8 

48.5 

Imports 

57.8 

46.3 

52.8 

50.2 

51.5 

From  Japan 

45.3 

33.6 

41.3 

38.9 

38.8 

From  other  areas 

12.6 

12.6 

11.4 

11.4 

12.7 

Table  21.  Changes  in  Procurement  Distribution  Means  for  Japanese 
Manufacturing  Affiliates  (Europe) 

(Unit :  percent) 


Local  procurement 


Imports 

From  Japan 
From  other  areas 
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2)  Local  Procurement  (Value-added  base) 

Local  procurement  (value-added  base)  Japanese  manufacturing  affiliates  for 
FY90  was  70.6  percent  (previous  year — 70.8  percent). 

When  viewed  regionally,  we  find  that  natural  resources,  raw  materials,  and 
processed  or  refined  industries  such  as  oil  and  coal,  wood,  paper,  and  pulp, 
and  foodstuffs  comprise  more  than  90  percent.  In  processing  and  fabrication 
industries ,  we  find  high  levels  of  local  procurement  for  general  machinery 
77.7  percent,  and  for  precision  machinery  (71.8  percent),  viewed  regionally. 
Central  and  South  America  are  first  at  82.4  percent  while  Oceania,  Europe,  and 
North  America  all  exceed  70  percent. 

When  we  view  the  scale  of  local  procurement  by  companies,  we  find  that  the 
proportion  of  companies  in  which  local  procurement  exceeds  60  percent  is  70.3 
percent.  Moreover,  the  percentage  of  companies  in  which  local  procurement 
exceeds  80  percent  is  52  percent,  which  means  that  more  than  half  of  the 
Japanese  affiliates  have  reached  a  high  local  procurement  level  of  80  percent 
When  we  take  a  look  at  processing  and  fabrication  companies,  we  find  those 
which  exceed  60  percent  local  procurement  account  for  62.9  percent,  and  those 
which  exceed  80  percent  account  for  42.4  percent. 

Table  22.  Local  Procurement  in  Industrial  Sector  and  Region 

(Unit;  percent) 


EQiQH 

Asia 

Hideast 

Europe 

Oceania 

Africa 

Region 

Manufacturing 

7T74 

■psi 

KkKl 

■kki 

■tini 

mumm 

mimM 

■tflTl 

Foodstuffs 

■HvIlKl 

■Blilil 

■uo 

HHHOI 

■iPOi 

■BmQi 

■i£Kl 

Textiles 

98.4 

HHKl 

wmaa 

OTF 

■vm 

KEKl 

Wood,  paper  and  pulp 

HKI 

HKHlI 

mmam 

O.D 

HHHfl 

fl.T 

87.9 

mma 

0.6 

Iron  and  steel 

■EQSI 

0.0 

HHMll 

HHEKl 

wtumm 

Nonferrous  metals 

76.6 

0.0 

wmua 

or 

muaa 

General  machinerv 

81. r 

70“ 

0“ 

mmmm 

0.0 

■UAI 

Electrical  machinerv 

50“ 

0“ 

■BLKl 

HKHI 

— -O" 

■IBQOi 

Transport  machinerv 

50“ 

81.4 

63.8 

0.0 

mmmm 

— 0“ 

wmmM 

Precision  machinerv 

70“ 

mmmm 

mmmm 

78.4 

o.O 

mamm 

Petroleum  and  coal 

mamM 

■BKI 

■OOl 

or 

mmoi 

0.0 

Others 

WmMM 

MfTfll 

0.0 

Bki 

66.3 

wmmm 

SiiSi 
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Table  23.  Local  Procurement  Range  According  to  Industrial  Sector  (All  regions) 

(Unit:  percent) 


Manufacturin 


Foodstuffs 


Textiles 


Wood,  paper  and  pul 


Chemicals 


Iron  and  steel 


Nonferrous  metals 


General  machiner 


Electrical  machiner 


Transport  machiner 


Table  24.  Local  Procurement  Range  According  to  Industrial  Sector 

(North  America)  (Unit:  percent) 


Table  25.  Local  Procurement  Range  According  to  Industrial  Sector  (Asia) 

(Unit:  percent) 


Manufacturin 


Foodstuffs 


Textiles 


aper  and  pul 


Chemicals 


Iron  and  steel 


Nonferrous  metals 


Petroleum  and  coal 


Others 
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Table  26.  Local  Procurement  Range  According  to  Industrial  Sector  (Europe) 


man 


60-80 


(Unit:  percent) 


80-100 


(4)  Earnings 


(1)  Ordinary  Profit 

The  sxim  total  of  ordinary  profit  for  Japanese  affiliates  in  1990  was  ¥949.6 
billion  (5.1  percent  increase  over  previous  year)  as  a  yen  base,  and  $6.7 
billion  (17.3  percent  increase)  as  a  dollar  base.  We  are  thus  able  to  see 
somewhat  of  a  recovery  over  the  poor  earnings  of  the  previous  year. 

Table  27.  Ordinary  Profit  in  Japanese  Affiliates  by  Industry  and  Region 

(Unit:  ¥1  million) 


North  Central,  ,  . 
America  S.  America! 


Mideast 


Oceania 
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Construction 


Manuf acturinq  sector 


Foodstuffs 


Textiles 


aper  and  pul 


Chemicals 


Iron  and  steel 


Nonferrous  metals 


General  machiner 


Electrical  machiner 


Transportation  nachin. 


Precision  machiner 


Oil  and  coal 


Miscellaneous 


Commercial  sector 


Service  sector 


Miscellaneous 


Total 


-1.416 


.  ^  ^ 
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When  we  view  this  by  region,  we  find  a  large  increase  in  ordinary  profit  in 
Asia  with  ¥495.2  billion,  in  Europe  with  ¥357.8  billion,  while  in  Africa,  we 
see  that  great  improvement  in  ordinary  profits  which  went  from  a  minus  to  a 
plus.  In  North  America,  particularly,  we  find  that  ordinary  profits  worsened 
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Figure  7.  Ordinary  Profit  of  Japanese  Affiliate 
Corporations  (dollar  base) 


from  ¥220.2  billion  in  the 
previous  year  to  a  minus 
¥52.6  billion. 

When  we  take  a  look  at  the 
average  ordinary  profit  per 
corporation,  we  find  that 
for  all  industrial  sectors, 
ordinary  profit  per  company 
decreased  from  ¥1.42  mil¬ 
lion  to  ¥1.19  million, 
while  in  the  manufacturing 
sector,  ordinary  profit  per 
company  decreased  from 
¥1.55  million  to  ¥1.41  mil¬ 
lion.  Within  the  manufac¬ 
turing  sector,  we  find  that 

ordinary  profit  per  company  showed  large  increases  in  textiles  which  went  from 
¥1.07  million  to  ¥1.95  millon,  and  in  transportation  equipment  which  went  from 
¥1.74  million  to  ¥3.43  million.  Somewhat  similar  to  wood,  paper,  and  pulp, 
however,  which  decreased  from  ¥7.61  million  to  ¥1.81  million,  we  find  wide 
variations  among  the  various  industries.  Regionally,  ordinary  profits  rose  in 
Asia,  Europe,  and  Africa,  but  came  down  in  the  other  areas. 

The  percentage  of  companies 
in  which  ordinary  profits 
have  been  reported  is  52.7 
percent  for  all  Industries 
and  52  percent  for  the 
manufacturing  sector.  When 
we  compare  this  to  the  pre¬ 
vious  year  (all  industries: 

55  percent;  manufacturing 
sector:  53.1  percent),  we 
find  this  figure  has  de¬ 
clined.  When  we  view  these 
percentages  by  region,  we  Figure  8.  Ordinary  Profit  of  Japanese  Affiliate 
find  that,  in  terms  of  all  Corporations  (yen  base) 

industries,  Asia  (58.3  per¬ 
cent)  and  Central  and  South 

America  (56  percent)  are  high  whereas  the  Mideast  (41.2  percent)  and  North 
America  (43.6  percent)  are  low. 


In  the  manufacturing  sector,  we  find  that  Africa  (60  percent)  and  Central  and 
South  America  (59.9  percent)  are  high  whereas  North  America  (38.6  percent)  and 
the  Mideast  (46.2  percent)  are  low. 
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Table  28.  Regional  Distribution  of  Ordinary  Profit  Ranges  in  Japanese 
Affiliate  Corporations  (All  industrial  sectors) 

(Unit:  percent) 


Profit 

Loss 

IB* 

Loss 

leoM- 

IB 

Loss 

IM- 

IBBM 

Loss 

0- 

IM 

Profit 

0- 

IH 

Profit 

IM- 

100M 

Profit 

100M- 

IB 

Profit 

IB* 

Ordinary 

profit 

Approp 

percent 

nnfffifMBi 

■m 

15.6 

14.1 

22.4 

9.9 

18.5 

11.5 

MH 

43.6 

o.s 

■m 

8.8 

WEBM 

13.6 

21.1 

18.1 

3.3 

56.0 

Asia 

0.4 

■HI 

11.7 

24.3 

8.8 

24.7 

20.4 

4.4 

58.3 

Hideast 

■EH 

3.9 

11.8 

43.1 

5.9 

21.6 

7.8 

5.9 

41.2 

Europe 

1.6 

7,6 

10.8 

24.2 

9.9 

20.9 

19.3 

5.8 

55.9 

Oceania 

2.1 

11.0 

13.8 

24.1 

10.5 

18.3 

13.6 

6.8 

49.2 

Africa 

1.7 

■SKI 

9.2 

33.6 

14.3 

17.6 

9.2 

2,5 

43.7 

QSIBS!!!!^Hiii 

1.9 

9.2 

12.0 

24.2 

9.9 

21.4 

16.9 

4.5 

WImu 

Table  29.  Regional  Distribution  of  Ordinary  Profit  Ranges  in  Japanese 
Affiliate  Corporations  (Manufacturing  sector) 

(Unit:  percent) 


Profit 

Loss 

IB* 

Loss 

IBBM- 

IB 

Loss 

IM- 

leeM 

Loss 

0- 

IH 

Profit 

0- 

IM 

Profit 

IM- 

100M 

Profit 

100M- 

IB 

Profit 

IB* 

Ordinary 
prof it 
Approp 
percent 

North  America 

8.0 

23.4 

14.4 

15.5 

5.2 

14.2 

13.8 

5.4 

38.6 

1.9 

■EEI 

5.7 

24.5 

8.0 

20.8 

25.9 

5.2 

59.9 

Asia 

0.4 

6.4 

12.8 

24.4 

5.5 

21.7 

23.4 

5.4 

56.0 

Mideast 

■EH 

7.7 

7.7 

38.5 

7.7 

7.7 

7.7 

23.1 

46.2 

Europe 

3.0 

11.9 

9.1 

20.4 

6.9 

18.6 

23.1 

7.1 

55.7 

Oceania 

2.3 

8.1 

12.8 

20.9 

7.0 

22. 1 

15.1 

11.6 

55.8 

Africa 

4.0 

8.0 

8.0 

20.0 

8.0 

24.0 

20.0 

8.0 

60.0 

2.8 

11.4 

12.1 

21.7 

5.9 

19.3 

21.0 

5.9 

52.0 

2)  Ratio  of  Ordinary  Profit  to  Net  Sales 

The  ratio  of  ordinary  profit  to  net  sales  was  1  percent  for  all  industrial 
sectors  and  1.8  percent  for  the  manufacturing  sector.  They  each  showed  no 
change  when  compared  to  the  previous  year. 

When  we  look  at  the  ratio  of  ordinary  profit  to  net  sales  in  North  America, 
Asia,  and  Europe  for  all  industries,  we  found  that  while  this  ratio  declined 
in  North  America  from  0.5  to  0.1  percent,  it  rose  in  Asia  from  2  to  3  percent 
and  also  rose  in  Europe  from  0.8  percent  to  1  percent.  In  the  manufacturing 
sector  as  well,  we  found  that  while  this  ratio  declined  in  North  America  from 
0.2  to  -0.9  percent,  it  rose  in  Asia  from  3.8  to  5  percent  and  also  rose  in 
Europe  from  2.3  percent  to  3.2  percent.  This  downturn  of  earnings  in  North 
America  is  notable. 

When  we  compare  this  ratio  to  domestic  Japanese  corporations  (1990 — 2.7 
percent  for  all  Industries;  4.3  percent  for  manufacturing)  and  to  the  parent 
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Figure  9 .  Ratio  of  Ordinary  Profit  to  Net  Sales 
(All  industries) 


companies  taken  up 
in  this  survey 
(1990 — 3  percent  for 
all  industries ;  5.3 

percent  for  manufac¬ 
turing)  ,  we  find 
that  the  ratio  of 
ordinary  profit  to 
net  sales  in  Japan¬ 
ese  affiliates  con¬ 
tinues  to  remain  at 
low  levels ,  and  we 
are  told  that  this 
continues  to  account 
for  most  of  the  dif¬ 
ficulties  in  over¬ 
seas  business.  Earn¬ 
ings  are  especially 
poor  in  the  period 
following  entry  into 
a  market.  When  we 
view  the  ratio  of 
ordinary  profit  to 
net  sales  in  Japan¬ 
ese  manufacturing 
affiliates  in  a 
three-year  time 
interval  following 
market  entry,  we 
find  that,  in  terms 
of  all  regions ,  cor¬ 
porations  which 
entered  the  market 
during  the  period 
from  1988  to  1990 
showed  a  negative 
profit  ratio.  For 

example,  in  Asia,  we  find  that  companies  which  entered  the  market  prior  to 

1987  show  a  profit  ratio  of  more  than  5  percent  while  those  who  entered  after 

1988  show  an  extremely  low  figure  of  -0.7  percent. 


Figure  10.  Ratio  of  Ordinary  Profit  to  Net  Sales 
(Manufacturing  sector) 


3)  Distribution  of  Net  Profit 


Retained  earnings  for  Japanese  affiliates  as  of  March  1991  were  ¥2,819,800 
million  ($19.92  billion).  This  is  equal  to  2.2  percent  of  the  retained 
earnings  in  all  domestic  corporations.  A  regional  breakdown  of  retained 
earnings  shows  Asia  with  ¥916.5  billion.  North  America  with  ¥852  billion,  and 
Europe  with  ¥686.3  billion. 


The  ratio  of  earnings  to  dividends  distributed  from  after-tax  profits  in 
Japanese  affiliates  equals  20.9  percent  (manufacturing  sector:  21.1  percent). 
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Retained  earnings 
equal  78.9  percent 
(manufacturing  sec¬ 
tor:  78.6  percent). 

Divided  distribution 
in  Japanese  affili¬ 
ates  is  relatively 
low  when  compared  to 
domestic  corpora¬ 
tions  (all  indus¬ 
tries:  24.1  percent; 
manufacturing :  23.8 
percent) .  Incident¬ 
ally,  dividend  dis¬ 
tribution  (after-tax 
profits  distributed 
by  the  corporation) 
in  foreign  companies 
which  have  entered 
the  Japanese  market 
are  41.2  percent  for 

all  industries  (manufacturing:  35.5  percent).  We  are  told  that  the  ratio  of 
retained  earnings  in  Japanese  affiliate  corporations  is  high. 


Figure  11. 


Ratio  of  Ordinary  Profit  to  Net  Sales 
by  Market  Penetration  Time  Periods 


The  distribution  rate  is  2.3  percent  for  all  industries  and  2.5  percent  for 
the  manufacturing  sector.  Compared  to  the  distribution  rate  for  all  domestic 
corporations  (7.6  percent  for  all  industries  and  8.7  percent  for  the 
manufacturing  sector) ,  it  remains  at  a  low  level. 


Table  30.  Distribution  of  Net  Profit  in  Japanese  Affiliates 

(Unit:  ¥1  million) 


After-tax 

Balance  of 

retained 

earninas 

profit 

Director’s  bonus 

Dividends 

mmnsm 

North 

All  industries 

57 

— IIEtiM 

B’.f.-fiiKi.-n 

America 

Manufacturing  sector 

i 

■■■.Bill 

■iiidtKia 

Central/ 

All  industries 

—iiiri 

— i1f:nd 

■IBBIM 

S.  America 

Manuf acturinq  sector 

IKliLDi 

■■■Bid 

maamm 

■■■Tillld 

Asia 

All  industries 

—inn 

mnmisim 

Manufacturing  sector 

239. 158 

1.656 

■ITWTId 

— Hua 

Mideast 

All  industries 

0 

HiBIld 

■DiBa 

mmsBimssm 

MtHcm 

■■■■Bl 

Europe 

All  industries 

mwmMm 

179 

46.679 

127.492 

Manufacturing  sector 

131 

MiiinB 

1 '  '  1  *d  * 

1 1 

Oceania 

All  industries 

mKontm 

46 

■11  mil 

■llrM^KI 

■■■•tJlilFl 

BESSSBEESZS 

■HiHrll:! 

5 

—  II 1  !■ 

—mil 

Af  rica 

All  industries 

■■MIcKl 

50 

—  IfTTl 

-599 

Manufacturing  sector 

■BHIitl 

—Hill 

— HTII 

All  regions 

All  industries 

—  II 1 1  ■ 

■miBHi 

Manufacturing  sector 

■HEHl 

1.938 

■KtUiUl 

26 


Continuation  of  Table  30] 
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(5)  Investment  In  Plant  and  Equipment 

Japanese  affiliate  investment  in  plant  and  equipment  for  all  industrial 
sectors  in  1990  was  ¥2,695,100  million  or  $19.04  billion,  and  in  the 
manufacturing  sector,  it  was  ¥2,389,000  million  or  $14.4  billion,  which  when 
compared  to  the  previous  year  shows  a  52.4  percent  increase  for  all  industrial 
sectors  and  a  63.4  percent  increase  in  the  manufacturing  sector.  When  we  look 
at  the  ratio  of  investment  in  plant  and  equipment  of  Japanese  affiliate 
corporations  compared  to  Japanese  domestic  corporations,  we  find  that  it  is 
4.7  percent  for  all  industries  and  9.5  percent  in  the  manufacturing  sector 
pointing  to  brisk  overseas  activity  in  plant  and  equipment  investments. 

Table  31.  Japanese  Affiliate  Investment  in  Plant  and  Equipment 

(Unit:  ¥1  million;  percent) 
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When  we  view  such  fixed-capital  investments  in  the  manufacturing  sector  by 
region,  we  find  that  North  America  accounts  for  ¥864.4  billion  or  42.4 
percent.  Following  that ,  we  have  Asia  which  accounts  for  ¥695.2  billion  or 
34.1  percent,  and  then  Europe  which  accounts  for  ¥320.3  billion  or  15.7 
percent.  The  increase  in  Europe  is  notable  as  it  shows  a  168.9  percent 
increase  in  terms  of  value  when  compared  to  the  previous  year  and  shows  a  6.2 
point  increase  as  a  whole. 
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Figure  12.  Japanese  Affiliate  Fixed-Capital  Investment 
Compared  With  Domestic  Fixed-Capital 
Investment  (percent) 


(6)  Employment 

As  of  March  1992,  the  number  of  people  employed  (includes  directors)  in 
Japanese  affiliate  corporations  reached  1.55  million  (manufacturing:  1.242 
million),  which  was  a  new  record  over  the  previous  best  year.  Of  these,  36,000 
(manufacturing:  18,000)  were  dispatched  from  Japan  which  when  compared  to  the 
year  before  indicated  a  decline  in  the  percentage  of  employees  dispatched  from 
Japan  from  3  percent  (manufacturing:  1.7  percent)  to  2.3  percent 
(manufacturing:  1.4  percent). 


Table  32.  Local  and  Imported  (From  Japan)  Employment  in  Japanese  Affiliate 
Companies 
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When  we  view  this  regionally,  we  find  that  Asia  accounts  for  43,6  percent 
(676,000)  of  the  total  number  of  foreign  affiliate  employees.  North  America 
accounts  for  30.1  percent  (467,000),  Europe  accounts  for  14.1  percent 
(218,000),  and  the  Mideast  accounts  for  7.4  percent  or  115,000  employees. 

In  terms  of  industrial  sectors,  the  manufacturing  sector  covers  more  than  80 
percent  of  the  total  number  of  employees  and  accounts  for  80.1  percent  or 
1,242,000  employees,  the  commercial  sector  accounts  for  11.5  percent  or 
179,000  employees,  and  the  service  sector  accounts  for  3.1  percent  or  48,000 
employees.  Within  the  manufacturing  sector,  the  electrical  machinery  industry 
has  419,000  employees  and  the  transportation  equipment  industry  has  230,000 
employees . 

(7)  Community  Relations  and  Contributions 

With  regard  to  community  relations  and  contribution  activities  of  Japanese 
affiliate  corporations,  we  made  a  survey  of  corporate  activities  in  terms  of 
the  items  listed  below.  We  found,  according  to  these  results,  that  the 
activity  which  most  corporations  are  involved  in  is  "contributing  to  groups" 
which  accounted  for  17.4  percent  of  the  total.  Next,  it  was  "supporting 
various  community  events"  (15.7  percent),  and  then  came  "education-related  and 
research-related"  contributions  at  13.7  percent. 

When  we  view  this  regionally,  we  find  that  the  activities  ratio  is 
comparatively  higher  in  North  America,  Central  and  South  America,  and  Oceania. 
It  is  also  relatively  high  in  Asia  and  Europe  according  to  the  list,  but  in 
Africa  and  the  Mideast,  it  remains  at  a  fairly  low  level. 

When  we  look  at  the  ratio  of  corporations  based  on  when  it  was  established  or 
the  size  of  its  capital,  we  find  that  24.7  percent  of  the  corporations  which 
were  established  prior  to  1978  said  yes  to  "contributions  to  various  groups," 
while  11.1  percent  of  those  established  after  1988  said  yes.  We  found  that 
40.1  percent  of  those  corporations  in  which  capital  exceeded  ¥10  billion  said 
yes ,  while  only  9 . 5  percent  of  those  capitalized  at  less  than  ¥1  million  said 
yes,  which  points  to  the  fact  that  the  older  the  company  and  the  higher  its 
capitalization,  increases  its  community  relations  and  contribution  activities 
ratio.  This  particular  tendency  remains  unchanged. 
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Community  Relations  and  Contribution  Activities  List 

(1)  Contributions  related  to  education  (universities,  grade  schools, 
etc.))  and  research 

(2)  Contributions  related  to  medical  services 

(3)  Contributions  to  various  groups  (United  Way,  Red  Cross,  Chamber  of 
Commerce  and  Industry,  etc.) 

(4)  Contributions  to  local  municipalities 

(5)  Contributions  for  establishing  cultural  and  sports  facilities,  and 
related  facilities 

(6)  Contributions  to  PBS  (public  broadcasting  stations) 

(7)  Contributing  to  local  disaster-relief  efforts 

(8)  Supporting  regional  economic  development  (building  infrastructures, 
etc . ) 

(9)  Supporting  scholarship  programs,  Adopt-A-School  Program,  and  other 
educational  activities 

(10)  Organizing  volunteer  activities 

(11)  Promoting  nonprofit  campaigns  such  as  a  traffic  safety  campaign 

(12)  Supporting  various  community  events 

(13)  Opening  facilities  within  own  company  (playgrounds,  gyms,  etc.), 
conducting  factory  sightseeing  tours 


Table  33.  Community  Relations  and  Contribution  Activities  (Unit:  percent) 
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Figure  13 .  Community  Relations  and 
Contributions  Activities  Ratio  by 
Size  of  Capital 
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Figure  14.  Community  Relations  and 
Contributions  Activities  Ratio  by 
Market  Entry  Periods 
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(8)  Environmental  Issues 
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Figure  15.  Distribution  of  Enviromental  Issues 
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Figure  16.  Distribution  of  Remedies  Taken 
Regarding  Environmental  Issues 
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